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This matter comesbefore the Public Service Commissionof South Carolina

("Commission")by way of the Application of STi Prepaid,LLC ("STi Prepaid")for a

Certificate of Public Convenience and Necessity to provide intrastate resold

telecommunicationsservices.FurtherSTi Prepaid,LLC andDialaroundEnterprisesInc.

("the Joint Applicants") seek approval of a transfer of certain assetsof Dialaround

EnterprisesInc. ("DEI") to STi Prepaid.TheApplicationandJointApplicationwerefiled

pursuantto S.C.CodeAnn. Sections58-9-280,58-9-300,and58-9-310(Supp.2006)and

therulesandregulationsof theCommission.

The Commission'sDocketingDepartmentinstructedthe Applicant andthe Joint

Applicantsto publish,onetime,aNotice of Filing in newspapersof generalcirculationin

theareasof the Stateaffectedby theApplication.Thepurposeof theNotice of Filing was

to inform interestedparties of the Application and the Joint Application and of the
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mannerand time in which to file the appropriatepleadingsfor participation in the

proceeding.The Applicant and Joint Applicants complied with this instruction and

providedthe Commissionwith proof of publicationof theNotice of Filing. No Protests

or Petitionsto Intervenewerefiled. Subsequently,a HearingExaminerwasappointedto

hear the matter, pursuant to Order No. 2007-167. The parties filed a Settlement

Agreement(OrderEx. 1),also.

A hearingwasheldbeforeF. David Butler,HearingExamineron June4, 2007at

10:00AM. BonnieD. Shealy,Esquire,representedthe Applicant and JointApplicants.

C. LessieHammonds,Esquirerepresentedthe Office of RegulatoryStaff (ORS).The

Applicant and Joint Applicant presentedthe testimony of Jeffrey K. Storey, acting

Presidentof STi Prepaid,by videoconference.

Storeytestified that STi Prepaidis a limited liability companyunderthe laws of

the Stateof Delaware,and is authorizedto transactbusinesswithin the Stateof South

Carolina.DEI is a privately held corporationalsoorganizedunderthe laws of the State

Delaware,andis certificatedby this Commissionto providevarioustelecommunications

servicespursuantto Order.No. 2003-478,datedAugust11,2003in DocketNo. 2003-20-

C. STi Prepaid seeksauthority to operateas a reseller of intrastate interexchange

telecommunicationsservicesto thepublicon astatewidebasisandto offer a full rangeof

"1+" interexchangetelecommunicationsserviceson a resalebasisto both businessand

residentialcustomers.Specifically,STi Prepaidwill provideprepaidcalling servicesand

dial-around services.STi Prepaidwill provide its dial-around servicesin the same

manner as these telecommunicationsservices are currently offered by Dialaround
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EnterprisesInc. STi Prepaidwill adopt DEI's South Carolina intrastatetariff and

continueto offer servicesat the samerates,terms,and conditionsas were previously

offeredby DEI. STi Prepaidrequeststhat all of its businessserviceofferingsberegulated

pursuantto theproceduresdescribedandsetout in DocketNo. 95-661-Candasmodified

by OrderNo. 2001-997in DocketNo. 2000-407-C.STi Prepaidwill alsoposta $5,000

suretybondwith this Commission,dueto theprepaidservicethat it intendsto offer.

Storeytestifiedthat STi Prepaidhassufficientmanagerial,technical,andfinancial

resourcesand ability to provide the telecommunicationsservices proposed in its

Application.Theassetsof DEI will betransferredto STi Prepaidasdescribedin theJoint

Application. STi Prepaidis seekinga waiver of therequirementsof 26 S.C.CodeAnn.

Regs.103-610with regardto a carrierkeepingall recordsrequiredby the Commission's

rulesandregulationswithin the Stateof SouthCarolina.Storeynotedthat sincethe STi

Prepaid'scorporateofficesare in New York, maintainingits booksandrecordsin South

Carolinawould beundulyburdensome.Further,STi Prepaidseeksanexemptionfor any

policies that might require it to maintain its financial recordsin conformancewith the

Uniform Systemof Accounts (USOA), since STi Prepaidactually keepsits books in

accordancewith GenerallyAcceptedAccountingPrinciples(GAAP).

Further, Storeytestified that, pursuantto the terms of an Asset Purchaseand

Contribution Agreement ("Agreement") between DEI and its respective individual

ownersandcorporateparents("Sellers") and STi PrepaiddatedJanuary23, 2007,DEI

agreedto transferall or substantiallyall of its assetsto STi Prepaid(the "Transaction").

Pursuantto the termsof the Agreement,STi Prepaidwill purchaseseventy-fivepercent
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(75%)of the assetsandassumeseventy-fivepercent(75%) of theSeller'sliabilities. The

remainingtwenty-five (25%) of STi Prepaidwill be held indirectly by SamerTawfik

througha newlimited liability corporation,STFinance,LLC ("ST Finance").Theresults

of thesetransactionsarethat STi Prepaidwill obtain thetelecommunicationsassetsand

operationsof DEI in the State of SouthCarolina and all other statesin which DEI

operates.STi Prepaidwill file atariff to establishrates,terms,andconditionsidenticalto

those in DEI's tariffs, thus, accordingto Storey, providing a seamlesstransition for

consumersusing DEI's services.The transaction will be virtually transparent to

consumersin termsof theservicesthattheyreceive.Uponcompletionof the Transaction

and STi Prepaidreceivingthe requisiteauthorityfrom the Commission,DEI will cancel

any tariffs on file with the Commission and surrender its telecommunications

authorizationsin SouthCarolina.

Storey testified that the proposed Transaction furthers the public interest,

convenience,andnecessity.Storeynotedthat therewill be increasedcompetitionfrom

STi Prepaid and that consumers will benefit by having a wide range of

telecommunicationschoicesin the long distancemarket.As an affiliate of Leucadia,a

publicly tradedNew York corporation,STi Prepaidwill haveaccessto the public capital

marketsthat canprovidesupportfor the expansionof the servicescurrentlyofferedby

DEI. Storeystatedthat the combinationof existingtechnicalexperienceat DEI andthe

financial backingof Leucadiawill enhanceSTi Prepaid'sability to efficiently provide

andexpandits services.
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FINDINGS OF FACT

1. STi Prepaid is a limited liability company organized under the laws of the

State of Delaware. DEI is a privately-held corporation organized under the laws of the

State of Delaware. Both have qualified as foreign limited liability companies with the

South Carolina Secretary of State under the laws of the State of South Carolina.

2. DEI desires to transfer certain assets to STi Prepaid, and DEI intends to

surrender its Certificate of Public Convenience and Necessity once the transfer is

complete.

3. SYi Prepaid has applied for a Certificate of Public Convenience and

Necessity to provide resold interexchange intrastate telephone services.

4. We find that the asset transfer from DEI to STi Prepaid should be

approved and that STi Prepaid should be granted a Certificate of Public Convenience and

Necessity to provide interexchange intrastate telephone services as described in the

Application and the testimony of Mr. Storey.

5. SYi Prepaid requests a waiver of 26 S.C. Code Ann. Regs. 103-610. The

Commission finds STi Prepaid's requested waiver reasonable and understands the

potential difficulty presented to STi Prepaid should the waiver not be granted. Further,

we find a waiver of 26 S.C. Code Ann. Regs. 103-610 to be in the public interest. We

also believe that exemption from the policies that would require the STi Prepaid to keep

its records under the USOA is reasonable.
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CONCLUSIONS OF LAW

1. The Commission concludes that the asset transfer from DEI to STi Prepaid

is reasonable and should be approved and that STi Prepaid possesses the managerial,

technical, and financial resources to provide the requested telecommunications services

to customers as described in its Application.

2. The Commission concludes that approval of the asset transfer from DEI to

STi Prepaid will serve the public interest by enhancing competition in the State of South

Carolina by providing for efficient use of existing telecommunications resources.

3. The Commission concludes that voluntary surrender of DEI's Certificate

of Public Convenience and Necessity after consummation of the sale of assets from DEI

to STi Prepaid is in the public interest.

4 The Commission concludes that the issuance of the authority to provide

intrastate interexchange telecommunications services as requested by STi Prepaid and as

set forth in its Application and Mr. Storey's testimony is in the best interests of the

citizens of the State of South Carolina.

5. The Commission concludes that a Certificate of Public Convenience and

Necessity should be granted to STi Prepaid to provide resold intrastate interexchange

telecommunications services. STi Prepaid should post a $5,000 surety bond, due to the

prepaid nature of its services.

6. The Commission adopts a rate design for STi Prepaid for its residential

interexchange services, if any, which include maximum rate levels for each tariff charge.

A rate structure incorporating maximum rate levels with the flexibility for adjustment
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below the maximumrate levelshasbeenpreviouslyadoptedby the Commission.In Re."

Application of GTE Sprint Communications Corporation, etc., Order No. 84-622, issued

in Docket No. 84-10-C (August 2, 1984).

7. STi Prepaid shall not adjust its residential interexchange rates for end-

users, if any, below the approved maximum level without notice to the Commission and

to the public. STi Prepaid shall file its proposed rate changes, publish its notice of such

changes, and file affidavits of publication with the Commission two weeks prior to the

effective date of the changes. However, the public notice requirement is waived, and

therefore not required, for reductions below the maximum cap in instances which do not

affect the general body of subscribers or do not constitute a general rate reduction. In Re."

Application of GTE Sprint Communications, etc., Order No. 93-638, issued in Docket No.

84-10-C (July 16, 1993). Any proposed increase in the maximum rate level for residential

interexchange services reflected in the tariff which would be applicable to the general

body of the Company's subscribers shall constitute a general ratemaking proceeding and

will be treated in accordance with the notice and hearing provisions of S.C. Code Ann.

§58-9-540 (Supp.2006).

8. The Commission concludes that STi Prepaid's intrastate interexchange

business telecommunications services shall be regulated in accordance with the principles

and procedures established for alternative regulation of business service offerings set out

in Order Nos. 95-1734 and 96-55 in Docket No. 95-661-C. The Commission has

previously granted this "alternative regulation" to competitive intrastate interexchange

carriers operating within South Carolina, and the Commission concludes that the
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competitive marketplacerequiresthe Commissionto allow this flexible regulationto

those carriers which request it. Specifically, the Commission-approvedalternative

regulation allows businessservice offerings, including consumercard servicesand

operatorservices,to besubjectto a relaxedregulatoryschemeidenticalto that grantedto

AT&T Communicationsin OrderNos.95-1734and96-55in DocketNo. 95-661-C.

However, pursuant to Order No. 2001-997 (Docket No. 2000-407-C), this

Commissionhasmodified alternativeregulationby the re-impositionof rate capswith

regard to certain "operator-assistedcalls" where a customerusesa local exchange

carrier's calling cardto completecalls from locationswhich havenot selectedthat local

exchangecarrier as the toll provider. OrderNo. 2001-997,datedNovember8, 2001,

imposeda maximumcapof $1.75tbr operatorsurchargesfor suchcalls,andamaximum

capof $0.35relatedto the flat per-minuterateassociatedwith thesecalls. Under this

relaxed regulatoryscheme,tariff filings for businessservicesshall be presumedvalid

upon filing. The Commission will have seven (7) days in which to institute an

investigationof any tariff filing. If the Commissioninstitutesan investigationof a

particulartariff filing within the sevendays,thetariff filing will thenbesuspendeduntil

furtherOrderof theCommission.

9. We concludethat STi Prepaid'srequestfor waiverof 26 S.C.CodeAnn.

Regs. 103-610 should be granted as strict compliance with the regulation would

potentially causeunduehardshipon that Company.We also grantexemptionfrom the

policiesrequiringtheuseof USOA.
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10. The SettlementAgreementbetweenthe Companyand ORS shouldbe

approved.

IT ISTHEREFOREORDERED,ADJUDGED,AND DECREEDTHAT:

1. Theassettransferfrom DEI to STi Prepaidis approved.Also, aCertificate

of Public Convenienceand Necessityshould be grantedto STi Prepaid to provide

intrastateinterexchangeservicesthroughthe resaleof servicesauthorizedfor resaleby

tariffs of carriersapprovedby theCommissionwithin the Stateof SouthCarolina.

2. The Company's rate designsfor its products shall conform to those

designsdescribedin Conclusionsof Law above.

3. If it hasnot alreadydoneso by the dateof issuanceof this Order, STi

Prepaidshall file its revisedtariff. Therevisedtariff shallbeconsistentwith thefindings

of this Orderand shall beconsistentwith the Commission'sRulesand Regulations,as

well asthe provisionsof the SettlementAgreement.

suretybondwith this Commission.

4. The Company's service is subject

STi Prepaidshall posta $5,000

to access charges pursuant to

CommissionOrderNo. 86-584, in which the Commissiondeterminedthat for access

purposesresellersandfacilities-basedinterexchangecarriersshouldbetreatedsimilarly.

5. With regardto the Company'sresaleof service,an end-usershouldbe

ableto accessanotherinterexchangecarrieror operatorserviceprovider if the end-user

sodesires.
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6. STi Prepaidshallreselltheservicesof only thoseinterexchangecarriersor

LECsauthorizedto do businessin SouthCarolinaby this Commission. If STi Prepaid

changesunderlyingcarriers,it shallnotify theCommissionin writing.

7. With regardto theoriginationandterminationof toll callswithin thesame

LATA, STi Prepaidshall complywith thetermsof OrderNo. 93-462,OrderApproving

Stipulationand Agreement,in DocketNos. 92-182-C,92-183-C,and92-200-C(June3,

1993),with the exceptionof the 10-XXX intraLATA dialing requirement,which has

beenrenderedobsoleteby thetoll dialingparity rulesestablishedby the FCCpursuantto

the TelecommunicationsAct of 1996(See,47 CFR 51.209).Specifically,STi Prepaid

shall comply with the imputationstandardas adoptedby Order No. 93-462and more

fully describedin paragraph4 of theStipulationandAppendixB approvedby OrderNo.

93-462.

8. In addition to the financial filings requiredsu_up_r___STiPrepaidshall file

annualfinancial information in the form of annualreportsand grossreceiptsreportsas

required by the Commission.The annual report and the gross receipt report will

necessitatethefiling of intrastateinformation.Therefore,STi Prepaidshallkeepfinancial

recordson an intrastatebasisfor SouthCarolinato comply with the annualreport and

gross receiptsfilings. The proper form for filing annualfinancial information can be

foundat theCommission'swebsiteatwww.psc.sc.gov/forms.aspor atthe ORS'swebsite

at w.w.w.regulatorystaff.sc.gov. The title of this form is "Telecommunications Company

Annual Report." This form shall be utilized by the Company to file annual financial

information with the Commission and ORS and shall be filed no later than April 1 st.
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Commissiongrossreceiptsforms aredue to be filed with the Commissionand

ORS no later thanAugust 31st of each year. The proper form for filing gross receipts

information can be found at the ORS website at www.regulatorystaff.sc.gov, and the

appropriate form is entitled "Gross Receipts Form."

Each telecommunications company certified in South Carolina is required to file

annually with the ORS the Intrastate Universal Service Fund ("USF") worksheet, which

may be found on the ORS's website at www.regulatorystaff.sc.gov. This worksheet

provides ORS information required to determine each telecommunications company's

liability to the State USF fund. The Intrastate USF worksheet is due to be filed annually

in accordance with the Commission USF guidelines with the Commission and ORS.

9. STi Prepaid shall, in compliance with Commission regulations, designate

and maintain an authorized utility representative who is prepared to discuss, on a

regulatory level, customer relations (complaint) matters, engineering operations, tests,

and repairs. In addition, the Company shall provide to the Commission and ORS in

writing the name of the authorized representative to be contacted in connection with

general management duties as well as emergencies which occur during non-office hours.

STi Prepaid shall file the names, addresses, and telephone numbers of these

representatives with the Commission within thirty (30) days of receipt of this Order. The

"Authorized Utility Representative Information" form can be found at the Commission's

website at www.psc.sc.f{ov/forms.asp; this form shall be utilized for the provision of this

information to the Commission and ORS. Further, the Company shall promptly notify the

Commission and ORS in writing if the representatives are replaced.
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10. STi Prepaidis directedto comply with all RulesandRegulationsof the

Commission,unlessaregulationis specificallywaivedbytheCommission.

11. At the hearing,STi Prepaidrequesteda waiver of 26 CodeAnn. Regs.

103-610(Supp.2006),which requiresthat recordsrequiredby the Commission'sRules

andRegulationsbemaintainedin SouthCarolina.TheCommissionfinds STi Prepaid's

requestedwaiver reasonableand understandsthe potential difficulty presentedto STi

Prepaidshouldthewaivernot begranted.TheCommissionthereforegrantstherequested

waiver. However, STi Prepaid shall make available its books and records at all

reasonabletimes uponrequestby the Office of RegulatoryStaff, and STi Prepaidshall

promptly notify the Commissionand ORS if the location of its books and records

changes.

12. STi Prepaidalso requeststhat it be exemptfrom recordkeepingpolicies

that requirea carrierto maintainits financial recordsin conformancewith the Uniform

Systemof Accounts.The USOA wasdevelopedby the FCC as a meansof regulating

telecommunicationscompaniessubjectto ratebaseregulation.As a competitivecarrier,

STi Prepaidmaintains its book of accountsin accordancewith GenerallyAccepted

Accounting Principles.GAAP is used extensivelyby interexchangecarriersand other

competitive telecommunications carriers. Accordingly, STi Prepaid requests an

exemption from the USOA requirements.We grant the Company's requestfor the

reasonsstatedabove.

13. TheSettlementAgreementbetweenthepartiesis herebyapproved.
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14. This Ordershall remain in full forceand effectuntil further Orderof the

Commission.

BY ORDEROF THE COMMISSION:

ATTEST:

G. O'Neal Hamilton, (_li_-man "

C.'_obert _'Ioseley,Vice Chairman4

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2007-75-C

INRE:
May_,_ 2007

Application of STI Prepaid, LLC for a Certificate )
to Provide Interexchange Telecommunications Services )

and for Alternative Regulation; ) SETTLEMENT AGREEMENT
and Jo/nt Application of STi Prepaid, LLC and )
Diaiaround Enterprises, Incorporated for Approval to )
Transfer the Assets of Dialaround to STI Prepaid )

This Settlement Agreement ("Settlement Agreement") is made by and among the O_c¢

of Regulatory Staff ("ORS") and STi Prepaid, LLC ("STi Prepaid" or "the Company")

(collectively referred to as the "Parties" or sometimes individually as "Party");

WHEREAS, on February 27, 2007, STi Pr_aid filed an application requesting (i) a

Certificate of Public Convenience and Necessity be granted to opor'at¢ as a reseller of

intorvxchange telecommunications _viccs throughout the State of South Carolina; (ii)

alternative regulation for its intcrexchange services pursuant to South Carolina Code § 58-9-585

(Supp.1999), as was first granted by the Commission in Ord_ Nos. 95-1734 and 96-55 in Docket

No. 95-661-C; (iii) waiver of Commission regulation 103-610; and (iv) approval of joint

Application of STi Prepaid and Dialaround Enterprises Incorporated ("Dialaround") to transfer

the resets of Dialaround to STi Prepaid;

WHEREAS, on March 2,2007,counselforORS vntcrcda notice of appearanceinthis

matter,
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WHEREAS, on March 7, 2007, the Public Service Commission of South Carolina (the

"Commission") issued a notice of hearing and set a return date of April 9, 2007 for the hearing in

the above captioned matter scheduled to tm heard before a Hearing Examiner on Juno 4, 2007;

WHEREAS, on March 15, 2007, the Commission issued Order 2007-167, appointing

David Butler, Esquire as the Hearing Examiner for this matter;

WHEREAS, on April 6, 2007, the Company filed proof that publication had been filed in

the following South Carolina newspapers: The Greenville New,, The Post and Courier, and The

State;

WHEREAS, no party filed to become an intervenor in this'matter;

WHEREAS, on April 23, 2007, STi Prepaid pre-filed direct testimony of Jeffrey K.

Storey with the Commission;

WHEREAS, the purpose of this proceeding is to review the application filed by STi

Prepaid and its request for a Certificate of Public Convenience and Necessity as well as the joint

Application of STi Prepaid, LCC and Diaiaround;

WHEREAS, since the filing of the notice, ORS has conducted a re_,iew of the technical,

managerial, and financial expertise of the Company to provide such services;

WHEREAS, ORS has reviewed the application and the financial data provided by the

•Company;

WHEREAS, ORS has investigated the services to be offered by STi Prepaid and its

intended customer service plans;

WHEREAS, ORS has reviewed the prefiled testimony of Jeffi_y K. Storey;

WHEREAS, as a result of its investigations, ORS has determined a) STi Prepaid intends

to resell interexchange telecommunioation services within the state of South CarolLna; b) STi

i|
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Prepaid will not construct any facilities to implement the authority sought herein; e) the officers

of STi Prepaid appear to possess sufficient technical and managerial abilities to adequately

provide the services applied for; d) based upon the financial information provided and the

analysis performed, STi Prepaid appears to have the financial resources necessary to provide the

services proposed in its application; e) STi Prepaid agrees to adopt the current tariffs of

Dialaround and file its final tariff with the Commission; and t) to the extent it is required to do

so by the Commission, STi Prepaid will participate in the support of universally available

telephone service at affordable rates.

WHEREAS, to ensure compliance with the Commissiones statutes and regulations, the

Parties have agreed to the following comprehensive settlement of all issues in this docket;

WHEREFORE, in the spirit of compromise, the Parties hereby stipulate and agree to the

following terms and conditions:

1) The Parties agree to stipulate into the record before the Commission this

Settlement Agreement. The Parties also agree to stipulate to the pre-filed direct testimony of STi

Prepaid Witness Jeffrey K. Storey who will be presented by STi Prepaid without cross-

examination by ORS on matters known as of the date of the filing of this Settlement Agreement;

2) The Parties agree that the Company should be granted a Certificate of Public

Convenience and Necessity to operate as a reseller of interexchange telecommunications services

within the state of South Carolina;

3) The Company has requested a waiver of 26 S.C. Code Ann. Regs, 103-610

(location of books and records). However, S.C. Code Ann. §58-9-380 (as amended by 2006 Acts

No. 318) provides that:

Each telephone utility shall have an office in one of the counties of this

State in which its property or some part thereofis located and shall keep in
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such office all such books, accounts, papers and records as shall

reasonably be required by the Office of Regulatory Staff. No books,

accounts, papers or records required by the ORS to be kept within the
State shall be removed at any time from the State except upon such

conditions as may be prescribed by the Office of Regulatory Staff.

ORS is agreeable to allowing the Company to maintain its books and records outside of the State

of South Carolina in exchange for the Company agreeing to provide access to the Company's

books and records. This provision of the Settlement Agreement shall not be construed as a

waiver by ORS of S.C. Code Ann. § 58-4-55 (Supp. 2005) or § 58-9-1070 (as amended by 2006

Acts No. 318). ORS expressly reserves its rights to require the production of books, records and

other information located within or outside of the State of South Carolina in order to carry out its

duties and compliance with any state or federal regulation;

4) The Company, acknowledges that S.C. Code Ann. § 58-9-340 provides that

ORS may, in its discretion, and subject to the approval of the Commission, presefbe systems of

accounts to be kept by telephone utilities subject to the Commission's jurisdiction and ORS may

prescribe the manner in which the accounts shall be kept and may require every telephone utility

to keep its books, papers, and records accurately and faithfully according to the system of

accounts as prescribed by ORS. The Company agrees to keep its books, papers, and records in

such a manner that permits ORS to audit its revenues and expenses for compliance with

programs such as but not limited to USF and Interim LEC funds and gross receipts. The

Company agrees to complete all required forms such as but not limited to the USF Form, which

is attached in its era'rent form as Exhibit l, and as the form may be amended from time to time;

5) ORS does not oppose the Company's request for a waiver of the requirements

of 26 S.C. Code Ann. Pegs. 103-610;
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6) ORS does not oppose the Company's request that all of its

telecommunications offerings be regulated as described in its application pursuant to the

procedures set out in Commission Order Nos. 95-1734 and 96-55 in Docket NO. 95-661-C;

7) STi Prepaid agrees to utilize underlying carriers and to resell the services of

only those interexchange carriers authorized to do business in South Carolina by the

Commission;

8) STi Prepaid agrees that the Company will allow an end-user of resold services

to access an alternative interexchange carrier or operator service provider if the end-user

expresses such a desire; ""

9) STi Prepaid agrees to file neeess.ary financial information with the

Commission and ORS for universal service fund reporting, annual reporting and gross receipts to

the extent required by law and Commission orders. The parties agree that such reports shall be

filed pursuant to ORS instructions and monies shall be remitted in accordance With the directions

of ORS and the Commission;

10) As a prerequisite of offering prepaid calling card or prepaid long distance

services, STi Prepaid agrees that it shall post a surety bond in the amount of $5,000;

11) The Company agrees to comply with the verification regulations governing

change of preferred interexchange carriers as established by Federal Communications

Commission, and the Company agrees to comply with the marketing practices and guidelines

established in Order Nos. 95-658 and 95-933;

12) STi Prepaid agrees to comply with South Carolina Code Section § 58-9-300

entitled "Abandonment of Service." Additionally, STi Prepaid agrees to adhere to the Federal
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Communication Commission 47 C.F.R. § 64.1190 and 64.1130 regarding the use of preferred

carrierfreezesand lettersofagency.

13) STi Prepaidagreestoprovideservicesthatmeet theservicestandardsrequired

by theCommission and tocomply withallrolesand regulationsof theCommission unlessthe

Commission hasexpresslywaived suchruleorregulation;

14) ORS is charged by law with the duty to represent the public interest of South

Carolina pursuant to S.C. Code § 58-4-1003). S.C, Code § 58-4-10(B)(1) through (3) reads in

part as follows:

...'publicinterest'means abalancingofthefollow_g:

(I)conccxnsoftheusingand consumingpublicwith

respect to publicutility services,regardlessoftheclassofcustomer;
(2)economicdevelopmentandjob attractionandretentioninSouth
Carolina; and

(3) preservation of the financial integrity of the State's public utilities and
continued investment in and maintenance of utility facilities so as to
provide reliable and high quality utility services.

ORS believes the Settlement Agreement roached among the Parties serves the public interest as

defined above;

15) The Parties agree to advocate that the Commission accept and approve this

Settlement Agreement in its entirety as a fair, reasonable and full resolution of all issues in the

above-captionedproceedingand to take no actioninconsistentwith its adoptionby the

Commission. The Parties further agree to COOl)crate in good faith with one another in

recomrnending to the Commission that this Settlement Agreement be accepted and approved by

the Commission. The Partiesagree to use reasonableeffortsto def_d and supportany

Commission orderissuedapprovingthisSettl_nentAgreement and the taxms and conditions

containedherein;

6
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16) The Parties agree that signing this Settlement Agreement will not commfin,

inhibit, impair or prejudice their arguments or positions held in other collateral proceedings, nor

will it constitute a precedent or evidence of acceptable practice in future proceedings. If the

Commission declines to approve the Settlement Agreement in its entirety, then any Party desiring

to do so may withdraw from the Settlement Agreement in its entirety withom penalty or obligation;

17) This Settlement Agreement shall be interpreted according to South Carolina law;

18) The above terms and conditions fully represent the agreement of the Parties

hereto. Therefore, each Party acknowledges its consent and agreement to this Settlement

Agreement by affixing its signature or by authorizing counsel to at_x his or her signature to this

document where indicated below. Counsel's signature represents his or her representation that his

or her client has authorized the execution of the agreement. Facsimile signatures and email

signatures shall be as effective as original signatares to bind any party. This document may be

signed in counterparts, with the original signature pages combined with the body of the document

constituting an original and provable copy of this Settlement Agreement. The Parties agree that in

the event any Party should fail to indicate its consent to this Settlement Agreement and the terms

contained herein, then this Settlement Agreement shall be null and void and will not be binding on

any Party.
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WE AGREE:

Representing the Office of Regulatory Staff

C. Lessio Hammonds, Esquire
Office of Regulatory Staff
1441 Main Street, Suite 300
Columbia, South Carolina 29201 '

Phone: (803) 737- 0803
Fax: (803) 737- 0895

Email: lhammonOre_taff.s_ov

WE AGREE:

Representing STi Prepaid, LLC

- "
Robinson, McFadden & Moo_(_/P.C.
Post Office Box 944

Columbia, SC 29202
Phone: 803-779-8900
Fax: 803-252-0724

Email: bshealy(_a'obinsonlaw.com

I III



3rder Ex. 1

3ocket No. 2007-75-C
3rder No. 2007-498

luly 31, 2007
EX_,

Page 9 of 19

2,007 South Carolina Universal Service Contribution Worksheet

Revenue Data for Year Ending
12/31/2006

Name of Company

Form must be completed and returned by July 1, 20_07 to:

Universal Service Fund Administrator

South Carolina Office of Regulatory Staff
1441 Main St. Suite 300

Columbia, SC 29201
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2007 South Carolina Universal Service Fund Contribution Worksheet

I. Contributor Identification Information:

101. Legal name of reporting entity:

Page 11 of 19

102. IRS employer identification number:

103. Name(s) by which telecommunications service provider is doing business, if different than
shown in Line 101:

104. Complete mailing address of reporting entity:

105. Individual who completed this worksheet:

106. Telephone number of individual completing the worksheet:

107. E-mail address for individual completing the worksheet:

108. Fax number of individual completing the worksheet:

109. Address that Universal Service Fund bills should be sent:

110. Contact person at your Company for Universal Service Fund billing questions:

111. Telephone number for individual provided in Item 110:

112. E-mail address for individual provided in Item 110.
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2007 South Carolina Universal Service Fund Contribution Worksheet

II. Certification of Net Universal Service Fund Contribution Base Revenues:

Page 12 of 19

113. Revenues as reported on Line 222; Columns A, B and D of the worksheet:

(a) Total Intrastate End User Operating Revenues in South Carolina for 12 months period ending
12/31/2006:

(b) Total Interstate End User Operating Revenues in South Carolina for 12
months period ending 12/31/2006:

(c) Total Intrastate and Interstate (Sum: 113 (a) and Sum 113 (b)) End User Operating

Revenues in South Carolina for 12 months period ending 12/31/2006:

114. South Carolina USF Assessments collected from retail end-user during the year ending
12/31/2006:

115. Certification of Report: I certify that I am an officer of

(Company Name) and that I have examined the foregoing report and to the best of my
knowledge, information, and belief, all of the statements in this Contribution Worksheet are

true and that said Worksheet is an accurate statement of affairs of the above named

Company for the time period of covered in this report.

Signature:

Printed name of Officer signing above:

Position of Officer signing above:

Date:

SWORN TO AND SUBSCRIBED BEFORE ME

this the day of ,20

NOTARY PUBLIC for

My Commission Expires:
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Who Must File:

As required by the South Carolina Public Service Commission USF Guidelines approved by Order No. 2001-996,
each carrier must file on an annual basis the information necessary to allow the Administrator to calculate the
carrier's contribution.

When and Where to File:

Contribution Worksheets must be sent to:

SC Universal Service Fund Administrator

c/o South Carolina Office of Regulatory Staff
1441 Main St. Suite 300

Columbia, SC 29201

Each Carrier must file on an annual basis the information necessary to allow the Administrator to calculate the
carrier's contribution. These filings are due on or before July 1 of each year, reporting data as of December 31 of
the prior calendar year.

Revenue Reporting General Instructions:

Reported revenues should:

• Include account set-up, connection, service restoration, termination and other non-recurring
charges. (These charges should be reported on the same line that the filer reports any associated

recurring revenue. For example, an early termination charge for a long distance private line service

would be reported as revenue on Line 210.)

Include revenues derived from the activation and provision of intrastate and interstate
telecommunications and non-telecommunications services.

Include total revenues billed to customers during the filing period with no allowances for

uncollectible, settlements, or out-of-period adjustments.

Include collection overages and unclaimed refunds for telecommunications services when not

subject to escheats.

Include any surcharges on telecommunications services that are billed to the customer and either

retained by the filer or remitted to a non-government third party under contract.

Include other surcharges treated as revenues on which the surcharges were levied.

Include any charge billed to customer and represented to recover or collect contributions to federal
or state universal service support mechanisms must be shown separately on Line 201.

Exclude taxes and any surcharges that are not recorded on the company books as revenues but
which instead are remitted to government bodies.

Exclude Customer Deposits.

Tie directly to the books and records (e.g., general ledger/trial balance) of the reporting entity and

not include estimates developed and reported by NECA or other reporting entities.

Gross revenues should not be reported net of related expenditures.
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Permissible Exceptions:

An entity is not required to impute or report revenues for services provided to itself or to wholly owned affiliates
unless: 1) it is required to record such revenues for some other federal or state regulatory purpose; or 2) the filer is
providing service to an affiliate for resale and the affiliate is not a direct universal contributor.

Use of Estimates:

If revenue category breakout cannot be determined directly from corporate books of account or subsidiary records,
fliers may provide on the Worksheet a good-faith estimate of the breakout. Detailed calculation of any such
estimates must accompany the Worksheet and clearly describe all assumption used in their calculation. Filers may
not simply report all revenues on one of the "other revenue" lines.

MerRers:

Where two contributors have merged prior to the filing date, the successor company should report total revenues for
the reporting period for all predecessor operations. The two contn'butors, however, should continue to report
separately if each maintains separate corporate identifies and continue to operate independently. Where an entity
obtains, through purchase, merger or transfer, the telecommunications operations or customer base of a
telecommunications provider during the calendar year, it must report all telecommunications revenues associated
with such operations or customer base including revenues billed in the calendar year prior to the date of acquisition.

Questions:

Questions can be directed to the South Carolina Office of Regulatory Staff at 803-737-0800. Please ask to be
directed to the Universal Service Fund Administrator.
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IV. Line Item Contribution Worksheet Instructions:

Line 201 -- Itemized charges levied by the reporting entity in order to recover contributions to state and federal

universal service support mechanisms should be reported on Line 201. Any charge that is identified on a bill as
recovering contributions to universal service support mechanisms must be shown on Line 201 and should be
identified as either interstate or intrastate revenues, as appropriate.

Line 202 -- Monthly service, local calling, connection charges, vertical features, and other local exchange services
should include the basic local service revenues except for local private line revenues, access revenues, and revenues
from providing mobile or cellular services. This line should include charges for optional extended area service,

dialing features, local directory assistance, added exchange services such as automatic number identification (ANI)
or teleconferencing, LNP surcharges, connection charges, charges for connecting with mobile service and local
exchange revenue settlements.

Line 203 -- Line 203 a. should include revenues for charges to end users specified in a carrier's access services
tariffs, such as tariffed subscriber line charges and PICC charges levied by a local exchange carrier on customers
that are not presubscribed to an interexchange carrier (i.e., a no-PIC customer). However, Line 203 a. should not
include revenues for charges to end users for special access services (which are reported on Line 204). Subscriber
Line Charges associated with Public Payphone access line services and Lifeline Services should be excluded from
Line 203 a. Telecommunications providers that do not have subscriber line charge or PICC tariffs on file with the

the Federal Communications Commission or the Public Service Commission, or that are not reselling such tariffed
charges, should report $0 on Line 203 a. Filers are required to specifically identify and report revenues associated
with subscriber line charges excluded from Line 203 a. associated with Public Telephone Access Line Services on
Line 203 b. and associated with the Lifeline Service on Line 203 c.

Line 204 -- Line 204 should include local private line and special access services. This includes revenues from
providing local services that involve dedicated circuits, private switching arrangements, digital subscriber line,
and/or predefined transmission paths. Line 204 should include revenues from special access lines resold to end
users unless the service is bundled with, and charged as part of a toll service, in which case the revenues should be
reported on the appropriate toll service line. Also, report on Line 204 revenues from offering dedicated capacity

between specified points even if the service is provided over local area switched ATM or frame relaY networks.
Revenues associated with digital subscriber line services (DSL) used to provide intemet access should not be
included in Line 204.These digital subscriber line (DSL) revenues should identified and reported as part of Line
213.

Line 205 -- Line 205 a. should include all revenues received from customers paid directly to the payphone service
provider, including all coin-in-the-box revenues. Do not deduct commission payments to premises' owners. Public
Telephone Access Line Services should be excluded from these revenues. However, tilers are required to identify
and report revenues associated with public telephone access line services (PTAS) provided to payphone service
providers as Carrier's Carrier (Wholesale) revenues on Line 205 b.

Line 206 -- Other local telecommunications service revenues should include local telecommunications service

revenues that reasonably would not be included with one of the other fixed local service revenue categories.

Line 207 - This line should include revenues (excluding international) from prepaid calling cards provided either
to customers or to retail distributors. Revenues should represent the amounts actually paid by customers (face
value) and not the amounts paid by distributors or retailers, and should not be reduced or adjusted for discounts
provided to distributors or retail establishments. All prepaid card revenues are classified as end-user revenues. For
purposes of completing this Worksheet, prepaid card revenues should be recognized when the cards are sold.
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Line 208 - Interstate and intrastate operator and toll calls with alternative billing arrangements should include all

calling card or credit card calls, person-to-person calls, and calls with alternative billing arrangements such as third-

number billing and collect calls which are billed to South Carolina end-users. This line should include all charges

from interstate and intrastate toll or long distance directory assistance. All revenues from international calls should

be reported on line 217. Line 211 should include revenues from all calls placed from all coin and coinless, public

and semi-public, accommodation and prison telephones, except that calls that are paid for via prepaid calling cards

should be included on Line 207 and calls paid for by coins deposited in the phone should be included on Line 205.

Line 209 -- Ordinary long distance and other switched toll services should include all long distance message

revenues except for amounts reported on Lines 205, 207, 211, or 216. Line 209 should include ordinary message

telephone service (MTS), WATS, subscriber toll-free, 900, "WATS-like," and similar switched services. This

category includes most toll calls placed for a fee and should include fiat monthly charges billed to customers, such
as account maintenance charges, PICC pass-through charges, package plans giving fixed amounts of toll minutes,

and monthly minimums. However, where customers are charged single rate for a combined local and long distance

service, all revenues for such service should be reported on Line 202.

Line 210 -- Long distance private line service should include revenues from dedicated circuits, private switching

arrangements, and/or predefined transmission paths, extending beyond the basic service area. Line 210 should

include frame relay and similar services where the customer is provided a dedicated amount of capacity between

points in different basic service areas. Any revenues from international service should be excluded here and

reported on line 216.

Line 211 -- All other long distance services (excluding international) should include all other revenues from

providing long distance communications services. Line 211 should include toll teleconferencing. Line 211 should

include switched data, frame relay and similar services where the customer is provided a toll network service rather

than dedicated capacity between two points.

212 -- Universal service support revenues should include all amounts that fliers receive as universal service support

from either states or the federal government. Line 212 should include as revenues Lifeline Assistance

reimbursement for the waived portion of subscriber line, presubscribed interexchange carrier charges or credits for
subsidized services provided to schools, libraries, and rural health care providers. Line 212 should include amounts

received as cash as well as amounts received as credit against contribution obligations. Line 212 should not include

any amounts charged to customers to recover universal service or similar contributions.

Line 213 - Include revenues from the provision of broadband (including DSL and cable TV Program

transmissions) services. These revenues are excluded from the calculation of Net Universal Service Fund revenue.

Line 2t4 -- Data reported on this line should contain mobile service revenues other than toll charges to mobile

service customers. Charges associated with mobile service provided to resellers should not be included on this line.
For services provided to end users, Line 214 should contain monthly charges, activation fees, service restoration,

and service order processing charges, etc. End-user prepaid wireless service revenues attributable to activation and

daily or monthly access charges should be reported on Line 214.

Line 215 - Message charges, including any roaming charges assessed on customers for calls placed out of

customers' home areas and local directory assistance charges. End-user prepaid wireless service revenues
attributable to airtime should be reported on Line 215. Itemized toll charges to mobile service customers should be

included in the Lines 210, 211 or 216, as appropriate.
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Line 216 - Line 216 should include all revenues derived from the provision of international communications

services. International services are defined as any call which originates or terminates at a point outside of the

United States, regardless of its transmission path.

217 -- Line 217 should include all non-telecommunications service revenues on the reporting entity's books, as well
as some revenues that are derived from telecommunications-related functions, but that should not be included in the

universal service or other fund contribution bases. For example, information services offering a capability for

generating, acquiring, storing, transforming, processing, retrieving, utilizing, or making available information via
telecommunications are not included in the universal service or other fund contribution bases. Information services

do not include any use of any such capability for the management, control, or operation of a telecommunications

system or the management of a telecommunications service. Information services also are called enhanced services

because they are offered over transmission facilities used in interstate communications and employ computer

processing applications that act on the format, content, code, protocol, or similar aspects of the subscriber's

transmitted information; provide the subscriber additional, different, or restructured information; or involve

subscriber interaction with stored information. For example, call moderation and call transcription services are
information services. These services are exempt from contribution requirements and should be reported on Line

217. Line 217 should include revenues from published directory and carrier billing and collection services. Line

217 should include revenues from the sale, lease, installation, maintenance, or insurance of customer premises

equipment (CPE). Line 217 should include inside wiring charges and inside wiring maintenance insurance. Line
217 should include the sale or lease of transmission facilities, such as dark fiber or bare transponder capacity, that

are not provided as part of a telecommunications service or as a UNE. Line 217 should include pole attachment

revenues. Line 217 should include revenues from providing open video systems (OVS), cable leased access, and

direct broadcast satellite (DBS) services. Line 217 should include late payment charges and charges (penalties)

imposed by the company for customer checks returned for non-payment. Line 217 should not include any revenues

from the provision of broadband (including DSL and cable TV Program transmissions) services. All revenues from

the provision of broadband services should be reported on Line 213.

Line 219 - Reflects the gross amount includable in Net Universal Service Fund contribution revenue. This number

is the total of Lines 201 through 211.

Line 220 -- Show the uncollectible revenue/bad debt expense associated with gross billed revenues amounts

reported on Line 218. This should be the amount reported as bad debt expense in the flier's income statement for

the year. Note that it will include uncollectibles associated with all revenue on the flier's books (Line 218),

covering carrier's carrier revenues, end-user telecommunications revenues and revenues reported on Lines 212

through 217. The contributor's uncollectible revenues/bad debt expense should be calculated in accordance with

Generally Accepted Accounting Principles. Thus, uncollectibles should represent the portion of gross billed

revenues that the contributor reasonably expects will not be collected. Note that uncollectibles may not include any
amounts associated with unbillable revenues. Filers that operate on a cash basis should report $0 on this line.

Line 221 -- Show the portion of the uncollectible revenue/bad debt expense reported on Line 220 that is associated
with just the universal service contribution base amounts reported on Line 219. Filers that maintain separate detail

of uncollectibles by type of business should rely on those records in determining the portion of gross uncollectibles
reported on Line 220 that should be reported on Line 221. Filers that do not have such detail should make such

assignments in proportion to reported gross revenues. Filers must be able to document how the amounts reported on

Line 221 relate to the uncollectible revenue/bad debt expense associated with gross billed revenues reported on
Line 219.

Line 222 -- This is your net universal service fund contribution base revenue. It contains the total base revenue

reported on line 219 less the uncollectible revenue associated with the line 219 amount as reported on line 221.

This amount should be reported on the certification page line 113 Lines A, B, and C.
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